Time Technoplast (mvrec)

CMP: X 38 Target: ¥ 42 (11%)

Target Period: 12 months
July 2, 2020

Lockdown drags overall performance...

Time Technoplast’s (TPL) Q4FY20 performance was marred by lockdown in
March 2020, resulting in ~¥ 190 crore of revenue loss. Consolidated topline
fell 15% YoY led by ~11% decline in sales volume. Polymer products
(~70% of topline) de-grew ~15% YoY while composite product fell ~17%
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YoY. On the operating margin front, TPL has passed on lower raw material o G Aol
I . . . Market Cap (XCrore) 859.4
prices to end customers leading to flattish gross margin YoY. However,
. ! . Total Debt (FY 20) (ICrore) 762.4
lower operating leverage (in the wake of volume decline) pulled down Cash&lnv (FY 20) (Crore) 825
EBITDA margin by ~280 bps YoY in Q4FY20. As a result, TPL reported a EV (Crore) 1,539.3
sharp fall in PAT by ~48% YoY. For FY20, topline remained flat with volume 52 week H/L 96/ 22
growth of ~4% YoY. Value added products (VAP) grew 3% YoY in FY20, Equity capital (ZCrore) 22.6
with its share in topline increasing to ~19% in FY20 (vs. 18.6% in FY19). Face value (3 1.0

TPL’s continued focus on increasing pie of VAP in FY20, led to ~50 bps
increase in consolidated gross margin in FY20. According to the
management, the company will face demand challenges in H1FY21E owing
to lockdown. They see a possible recovery in demand from H2FY21 with a

Key Highlights

. g L= i N . i ® Volume de-growth of 11% in
recovery in economic activities. TI_’L also gu_lded at ratlopallsatlon of various Q4FY20. However, the same
fixed co_sts t(_) _safeguard opera'_ung margins. We believe a recovery in grew ~4% YoY in FY20
economic activity would help drive revenues from FY22E onwards with a
recovery in operating margins. We also believe a rationalisation of capex ® Change in mix, passing on
plans coupled with comfortable D/E (0.4x in FY20) would help the company benefit of lower raw material
to pass through the challenging phase in FY21E. prices dented margins
Piping segment hit hard due to lockdown ® Expecting demand recovery
On a segment wise, piping segment was hit hard (sales down ~37% YoY) from F2FY20 with pickcup in

! economic activities
due to lower capex into infra related projects by government. Further,
revenue from composite cylinder, IBCs fell sharply by 22%, 17% YoY, ®  Upgrade rating from REDUCE to

respectively, as volume offtake by key clients was impacted by Covid-19
related lockdown. These segments contribute ~25% of total revenue. We
believe business activities would become normal post lockdown relaxation.

Lower operating leverage drags margin

While gross margins remained flat YoY, as the company passed on benefit
of lower raw material prices to its clients, the EBITDA margin dragged by
higher fixed costs. We believe FY21 margins will be impacted by lower sales
and higher fixed cost. However, the company has guided for rationalisation
of fixed costs, going forward, to safeguard margins.

Valuation & Outlook

We believe TPL would not face any liquidity issues due to pandemic owing
to its strong MNCs client base and comfortable D/E of ~0.4x. We also believe
being a market leader in the packaging segment, it would benefit from
chemical MNCs looking for China+1 strategies and investing in Indian
markets. We upgrade our rating from REDUCE to HOLD with a revised target
price of ¥ 42 as we believe all near term challenges are factored in at CMP.

Key Financial Summary

HOLD with revised target price
of T 42/share
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ZCrore FY18 FY19E FY20E FY21E FY22E CAGR (20-22E)
Net sales 3,102.7 3,563.7 3,578.0 2,897.8 3,896.4 4.4
EBITDA 473.1 523.5 498.9 352.7 558.6 5.8
EBITDA Margin (%) 15.2 14.7 13.9 12.2 14.3
PAT 180.4 202.7 169.1 71.7 203.6 9.7
EPS (3 8.0 9.0 7.5 3.2 9.0
P/E (x) 4.8 4.2 5.1 12.0 4.2
Price/Book Value (x) 0.6 0.5 0.5 0.5 0.5
EV/EBITDA (x) 3.1 2.9 3.1 4.4 2.8
RoE (%) 12.2 12.1 9.3 4.0 10.7
RoCE (%) 14.9 15.0 12.5 71 13.1

Source: Company, ICICI Direct Research
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Exhibit 1: Variance Analysis

Q4FY20 Q4FY20E Q4FY19 YoY (%) Q3FY20 QoQ (%) Comments

Lost revenue of ¥ 190 crore due to lockdown. Volume during

Revenue 916.1 1,131.1 1,082.1 -15.3 923.2 -0.8  Q4FY20 declined 11% YoY, while passing on benefits of lower
raw material prices and change in mix dragged realisations

Other Income 1.0 2.6 2.4 -59.0 0.5 91.6
Gross margin remained flat YoY while declining 100 bps QoQ due

Raw Material Exp 648.7 789.5 765.7 -15.3 644.3 0.7 to change in mix and passing on lower raw material prices to
customers

Employee Exp 50.9 52.0 49.8 2.3 40.3 26.3

Other expenditure 98.5 126.7 97.0 1.5 105.0 -6.2

EBITDA 118.0 162.9 169.6 -30.4 133.6 -11.6

EBITDA Margin (%) 12.9 14.4 15.7  -279 bps 14.5 -158 bps Higher fixed cost drags margin during Q4FY20

Depreciation 37.0 47.7 38.4 -3.8 40.0 -1.7

Interest 26.0 29.1 27.4 -5.4 26.8 -3.0

PBT 56.1 88.7 106.1 -47.1 67.3 -16.7

Total Tax 15.8 22.4 30.3 -47.9 17.2 -8.1

PAT 38.3 64.4 73.7 -48.0 48.5 -21.0  Lower operating performances drags overall PAT in Q4

Key Metrics

Polymer product category, which largely includes industrial
Polymer products 665.4 816.9 7815 -14.9 644.9 3.2 packaging and PE pipes, reported revenue decline of ~11% and
35%, respectively
Composite products revenue marred by ~17%, ~22% YoY drop

Composite products 250.7 314.2  300.5 -16.6 278.3 99 . . .
in revenues IBCs and composite cylinders, respectively

Source: Company, ICICI Direct Research

Exhibit 2: Change in estimates

(% Crore) FY20E FY21E FY22E Comments
Introduced
Est  Act %Chg Old New % Chg roduce
Factoring in lockdown impact on our estimates for
Revenue 3,794.2 3578.0 (5.7) 4,229.5 2897.8 (31.5) 3896.4 FY21E and introducing FY22E estimates with slight
recovery in demand for plastic and value added products

EBITDA 537.3 498.9 (7.2) 606.2 352.7 (41.8) 558.6
While the company is likely to pass on benign raw

EBITDA Margin (%) 14.2 13.9  -22bps 14.3 122 -216bps m?terlal prices to its customers, the EBITDA margln may
witness pressure on account of lower operating
leverage

PAT 188.8 169.1 (10.4) 297 4 1.7 (68.5) Lowe.r PAT e.stlmates due to lower revenue and
operating profit

EPS (%) 8.3 1.5 (10.4) 10.1 3.2 (68.5) 9.0

Source: Company, ICICI Direct Research

Exhibit 3: Assumptions

Current Introduced Earlier Comments
Growth (%) FY19E FY20E FY21E FY22E FY20E FY21E
Established products 135 0.0 -207 31.4 9.6 9.2 We believe demand for industrial products and PE pipes would recover

" along with recovery in economic activities
Valued added category growth to be largely supported by new orders

Value added Products 211 1.7 -12.5 456 10.6 . ) ) 8
in composite cylinders and IBCs categories

Source: Company, ICICI Direct Research
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Conference call highlights

There was a slow recovery in business activities due to extension of
lockdown in various states

In FY20, the India business contributed 71% while overseas
contributed 29% towards total revenue. India revenue remained flat
in FY20 while oversea revenue grew by a marginal 2%

While the India business was struggling due to lockdown, the
overseas business was operating at fairly good operating level as
packaging was characterised under essential product category in
overseas markets

The company is looking at increased business opportunities from
Malaysia, Thailand and Vietnam where various chemical companies
are opening up a second base post US-China trade issues and
Covid-19 related supply disruptions

The company also witnessed increased inquiries from various
chemical MNCs for packaging products in India, after a rise of
geopolitical tensions between India and China

The pipes segment business was marred by lower government
expenditure. However, the order book was at ~% 325 crore by the
end of FY20, which would be executed in FY21

The company has curtailed its capex to % 100 crore in FY21E (against
~% 145 crore in FY20)

TPL is looking to rationalise various costs (such as rent, logistics,
salary, etc) to optimise its operating performance, going forward,
along with more focus on value added product categories

The company also expects new business opportunities for its CNG
cylinders and CNG Cascades due to rising demand for gas based
fuels

ICICI Securities | Retail Research

ICICI Direct Research



ﬂ Result Update | Time Technoplast

Financial story in charts

Exhibit 4: Revenue trend
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Exhibit 5: EBITDA margin trend
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Exhibit 6: PAT trend
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Exhibit 7: Historical price chart
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Exhibit 8: Shareholding pattern

(in %) Mar-19 Jun-19
Promoter 51.2 51.2
Fll 21.8 20.3
DIl 9.0 10.8
Others 18.0 17.7

Sep-19
51.2
19.8
10.7
18.4

Dec-19
51.2
18.3
11.6
18.9

Mar-20
51.3
17.8
11.6
19.3

Source: Company, ICICI Direct Research
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Financial summary

Exhibit 9: Profit and loss statement % crore @ Exhibit 10: Cash flow statement g crore

Year end March FY19E FY20E FY21E FY22E Year end March FY19E FY20E FY21E FY22E
Net sales 3563.7 3578.0 2897.8 3896.4 Profit/(Loss) after taxation 202.7 169.1 71.7 203.6
Add: Depreciation & Amortization 146.1 156.2 162.3 183.1
Expenditure Add: Interest Paid 98.6 108.2 90.2 94.5
Raw material 2511.3 2504.4 2008.2 2690.4 CF bef working capital chg. 4475 4335 324.1 481.2
Employee Expenses 163.9 170.4 157.4 183.8 NetIncrease in Current Assets -211.7  -944 92.5 -393.3
Other Expenses 365.0 404.4 379.6 463.7 NetIncrease in Current Liabilities 447 -72.5 -109.1 168.3
Total expenditure 3040.2 3079.1 2545.2 3337.9 Net CF from operating act. 280.6 266.9 307.5 256.1
EBITDA 523.5 498.9 352.7 558.6 (Purchase)/Sale of Fixed Assets -229.7 -208.8 -100.0 -110.0
Other income 3.2 2.3 2.5 2.7 Others 15.2 68.2 -20.0 0.0
EBITDA (incl. other income) 526.7 501.2 355.2 561.3 Net CF from Investing act. -214.5 -140.6 -120.0 -110.0
Depreciation 146.1 156.2 162.3 183.1
EBIT 380.6 3449 1929 378.2 Pro/(Rep) of debt 56.4 20.9 10.0 30.0
Interest 98.6 108.2 90.2 94.5 Payment of Div & Div tax -14.2 -253 -72.0 -72.0
PBT before Exc. ltems 281.9 236.7 102.7 283.7 Int. paid -98.6 -108.2 -90.2 -94.5
Less: Exc. ltems 0.0 0.0 0.0 0.0 Net CF from Financing act -58.6 -110.5 -190.9 -136.4
PBT after Exc. ltems 281.9 236.7 102.7 283.7
Tax 73.4 61.7 26.7 73.8 Net Cash Flow 7.5 15.9 -3.5 9.7
PAT 202.7 169.1 71.7 203.6 Cash & Cash Equiatbeg 59.1 66.6 82.5 79.0
Source: Company, ICICI Direct Research Cash & Cash Equiatend 66.6 82.5 79.0 88.7

Source: Company, ICICI Direct Research

Exhibit 11: Balance sheet < crore M Exhibit 12: Key ratios < crore
Year end March FY19E FY20E FY21E FY22E Year end March FY19E FY20E FY21E FY22E
share capital 22.6 22.6 22.6 22.6 EPS 9.0 7.5 3.2 9.0
Reserve and Surplus 1646.6 1792.5 1753.4 1885.0 Cash EPS 15.4 14.4 10.3 17.1
Total Shareholder's Fund 1669.2 1815.1 1776.0 1907.6 DPS 0.6 1.1 3.2 3.2
Total Debt 7415 7624 7724 802.4 BV per share 73.8 80.3 78.5 84.4
Deferred Tax liability 73.0 79.2 79.2 79.2 Profitabilitiy Ratio
Minority Interest 46.3 52.2 52.2 52.2 EBITDA Margin 14.7 13.9 12.2 14.3
Total Assets 2529.9 2766.9 2717.8 2879.5 PAT Margin 5.7 4.7 2.5 5.2
Return Ratio
Gross Block 2295.8 2522.4 2622.4 27324 RoCE 15.0 12.5 7.1 13.1
Accumulated Depreciation 1016.8 1173.0 1335.3 1518.4 RoE 12.1 9.3 4.0 10.7
Net Block 1279.1 1349.4 1287.2 1214.0 RolC 14.8 12.5 7.1 13.1
Capital WIP 98.3 80.5 80.5 80.5 Valuation Ratio
Total Fixed Assets 1377.4 1430.0 1367.7 1294.6 P/E 4.2 5.1 12.0 4.2
Investments 27.4 29.4 29.4 29.4 EV/EBITDA 2.9 3.1 4.4 2.8
Current Assets Mcap/Sales 0.2 0.2 0.3 0.2
Inventory 737.3 757.7 778.1 960.8 Price to BV 0.5 0.5 0.5 0.5
Debtors 784.2 820.7 754.2  896.7 Activity Ratios
Other Current Assets 206.8 2441 197.7 265.9 Inventory Days 75.5 77.3 98.0 90.0
Cash 66.6 82.5 79.0 88.7 Debtors Days 80.3 83.7 95.0 84.0
Total Current Assets 1795.0 1905.0 1809.0 2212.0 Creditors Days 48.6 45.2 46.0 46.0
Current Liabilities Gross Block Turnover 1.6 1.4 1.1 1.4
Creditors 475.0 443.5 365.2 491.1 Solvency Ratios
Provisions 9.2 10.6 7.0 9.5 Debt/Equity 0.4 0.4 0.4 0.4
Other current liabilities 185.7 143.2 116.0 156.0 Debt/Ebitda 1.4 1.5 2.2 1.4
Total Current Liabilites 669.9 597.4 488.3 656.5 Current Ratio 3.6 4.0 4.6 4.2
Total Liabilities 2529.9 2766.9 2717.8 2879.5 Quick Ratio 2.0 2.3 2.6 2.3
Source: Company, ICICI Direct Research Source: Company, ICICI Direct Research
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Exhibit 13: ICICI Direct Coverage Universe (Consumer Discretionary)

CMP M Cap EPS (3 P/E (x) EV/EBITDA (x) RoCE (%) RoE (%)

(3 TP Rating (ICr) FY20EFY21EFY22EFY20EFY21EFY22EFY20EFY21EFY22EFY20EFY21EFY22EFY20EFY21EFY22E
Asian Paints (ASIPAI) 1,687 1,900 Hold 1,61,783 29.0 20.4 325 58.2 82.9 51.9 39.9 50.6 34.0 27.4 184 27.2 30.5 21.2 31.2
Astral Polytecnik (ASTF 980 900 Hold 14,765 16.6 14.2 20.0 59.2 68.8 48.9 27.8 30.4 23.3 20.5 16.3 20.2 16.6 12.6 15.4
Amber Enterprises (AN 1,450 1,565 Hold 4,560 52.2 15.1 549 27.8 959 26.4 157 22.2 123 143 73 157 145 4.4 13.]
Bajaj Electricals (BAJEL 389 495  Buy 4,423 0.0 4.1 148 NM 95.0 26.4 26.1 26.3 150 8.4 6.7 13.4 45 4.2 10.2
Berger Paints (BERPAI) 493 570 Hold 47,880 6.8 6.0 10.0 73.0 823 49.2 46.9 51.1 33.7 26.6 21.5 31.9 24.7 19.4 27.7
Essel Propack (ESSPRC 180 190 Hold 5518 6.7 6.0 7.9 26.9 30.0 228 10.3 10.0 8.4 156 139 159 143 115 14.2
Havells India (HAVIND) 577 575 Buy 35,999 11.7 7.8 13.2 49.1 73.7 43.7 29.0 36.8 23.3 19.6 14.0 21.2 17.0 11.2 17.1
Kansai Nerolac (KANNE 452 415 Buy 24,359 9.9 7.8 104 455 57.9 43.4 26.6 31.2 241 17.6 145 17.9 141 11.1 13.7
Pidilite Industries (PIDINI 1,374 1,485 Hold 70,442 21.9 18.3 26.2 62.8 74.9 52.4 44.7 51.5 37.0 31.0 24.4 32.6 26.1 19.8 26.6
Polycab India (POLI) 826 855 Buy 12,297 51.4 36.2 53.2 16.1 22.8 155 9.6 124 9.1 26,5 16.9 20.3 20.0 12.3 15.6
Supreme Indus (SUPINC 1,127 1,040 Hold 14,316 385 36.8 27.6 39.7 30.6 40.8 15.1 183 13.9 225 157 21.1 20.7 15.0 195
Symphony (SY MLIM) 888 1,055 Buy 6,212 26.0 23.7 351 34.1 375 253 28.9 32.1 20.6 28.8 239 31.9 29.0 22.7 28.9
Time Techno (TIMTEC) 38 42 Hold 869 75 32 9.0 51 120 42 31 44 28 125 7.1 131 93 4.0 107
V-Guard Ind (VGUARD 170 210  Buy 7,236 44 35 51 39.1 48.1 33.4 29.6 35.6 24.8 24.8 19.1 23.9 18.6 145 18.2
Voltas Ltd (VOLTAS) 552 635 Buy 18,257 158 9.5 21.4 35.0 b58.1 25.8 25.1 46.0 20.3 19.5 11.2 20.1 13.0 7.2 149

Sector /Company

Source: Company, ICICI Direct Research
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RATING RATIONALE

ICICI Direct endeavors to provide objective opinions and recommendations. ICICI Direct assigns ratings to its
stocks according to their notional target price vs. current market price and then categorizes them as Buy, Hold,
Reduce and Sell. The performance horizon is two years unless specified and the notional target price is defined
as the analysts' valuation for a stock

Buy: >15%
Hold: -5% to 15%;
Reduce: -15% to -5%;

Sell: <-15%
‘ﬂICICI(m,m; com| 1 1 g
I»vnlnnhu'o':::u'!mluhps | BHOI{ER \ :
ICICI Securities Ltd. 5 sTARMINE | |
@a;ﬁmwaru 2012 A;L
Pankaj Pandey Head — Research pankaj.pandey@icicisecurities.com

ICICI Direct Research Desk,
ICICI Securities Limited,

1st Floor, Akruti Trade Centre,
Road No 7, MIDC,

Andheri (East)

Mumbai - 400 093
research@icicidirect.com
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ANALYST CERTIFICATION

I/We, Sanjay Manyal, MBA (Finance), Hitesh Taunk, MBA (Finance) Research Analysts, authors and the names subscribed to this report, hereby certify that all of the views expressed in this
research report accurately reflect our views about the subject issuer(s) or securities. We also certify that no part of our compensation was, is, or will be directly or indirectly related to the
specific recommendation(s) or view(s) in this report. It is also confirmed that above mentioned Analysts of this report have not received any compensation from the companies mentioned in
the report in the preceding twelve months and do not serve as an officer, director or employee of the companies mentioned in the report.

Terms & conditions and other disclosures:

ICICI Securities Limited (ICICI Securities) is a full-service, integrated investment banking and is, inter alia, engaged in the business of stock brokering and distribution of financial products. ICICI
Securities Limited is a SEBI registered Research Analyst with SEBI Registration Number — INHO00000990. ICICI Securities Limited SEBI Registration is INZ000183631 for stock broker. ICICI
Securities is a subsidiary of ICICI Bank which is India’s largest private sector bank and has its various subsidiaries engaged in businesses of housing finance, asset management, life insurance,
general insurance, venture capital fund management, etc. (“associates”), the details in respect of which are available on www.icicibank.com

ICICI Securities is one of the leading merchant bankers/ underwriters of securities and participate in virtually all securities trading markets in India. We and our associates might have investment
banking and other business relationship with a significant percentage of companies covered by our Investment Research Department. ICICI Securities generally prohibits its analysts, persons
reporting to analysts and their relatives from maintaining a financial interest in the securities or derivatives of any companies that the analysts cover.

Recommendation in reports based on technical and derivative analysis centre on studying charts of a stock's price movement, outstanding positions, trading volume etc as opposed to focusing
on a company's fundamentals and, as such, may not match with the recommendation in fundamental reports. Investors may visit icicidirect.com to view the Fundamental and Technical
Research Reports.

Our proprietary trading and investment businesses may make investment decisions that are inconsistent with the recommendations expressed herein.

ICICI Securities Limited has two independent equity research groups: Institutional Research and Retail Research. This report has been prepared by the Retail Research. The views and opinions
expressed in this document may or may not match or may be contrary with the views, estimates, rating, and target price of the Institutional Research.

The information and opinions in this report have been prepared by ICICI Securities and are subject to change without any notice. The report and information contained herein is strictly
confidential and meant solely for the selected recipient and may not be altered in any way, transmitted to, copied or distributed, in part or in whole, to any other person or to the media or
reproduced in any form, without prior written consent of ICICI Securities. While we would endeavour to update the information herein on a reasonable basis, ICICI Securities is under no
obligation to update or keep the information current. Also, there may be regulatory, compliance or other reasons that may prevent ICICI Securities from doing so. Non-rated securities indicate
that rating on a particular security has been suspended temporarily and such suspension is in compliance with applicable regulations and/or ICICI Securities policies, in circumstances where
ICICI Securities might be acting in an advisory capacity to this company, or in certain other circumstances.

This report is based on information obtained from public sources and sources believed to be reliable, but no independent verification has been made nor is its accuracy or completeness
guaranteed. This report and information herein is solely for informational purpose and shall not be used or considered as an offer document or solicitation of offer to buy or sell or subscribe
for securities or other financial instruments. Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time. ICICI Securities will not treat
recipients as customers by virtue of their receiving this report. Nothing in this report constitutes investment, legal, accounting and tax advice or a representation that any investment or strategy
is suitable or appropriate to your specific circumstances. The securities discussed and opinions expressed in this report may not be suitable for all investors, who must make their own
investment decisions, based on their own investment objectives, financial positions and needs of specific recipient. This may not be taken in substitution for the exercise of independent
judgment by any recipient. The recipient should independently evaluate the investment risks. The value and return on investment may vary because of changes in interest rates, foreign
exchange rates or any other reason. ICICI Securities accepts no liabilities whatsoever for any loss or damage of any kind arising out of the use of this report. Past performance is not necessarily
a guide to future performance. Investors are advised to see Risk Disclosure Document to understand the risks associated before investing in the securities markets. Actual results may differ
materially from those set forth in projections. Forward-looking statements are not predictions and may be subject to change without notice.

ICICI Securities or its associates might have managed or co-managed public offering of securities for the subject company or might have been mandated by the subject company for any other
assignment in the past twelve months.

ICICI Securities or its associates might have received any compensation from the companies mentioned in the report during the period preceding twelve months from the date of this report
for services in respect of managing or co-managing public offerings, corporate finance, investment banking or merchant banking, brokerage services or other advisory service in a merger or
specific transaction.

ICICI Securities encourages independence in research report preparation and strives to minimize conflict in preparation of research report. ICICI Securities or its associates or its analysts did
not receive any compensation or other benefits from the companies mentioned in the report or third party in connection with preparation of the research report. Accordingly, neither ICICI
Securities nor Research Analysts and their relatives have any material conflict of interest at the time of publication of this report.

Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.

ICICI Securities or its subsidiaries collectively or Research Analysts or their relatives do not own 1% or more of the equity securities of the Company mentioned in the report as of the last day
of the month preceding the publication of the research report.

Since associates of ICICI Securities are engaged in various financial service businesses, they might have financial interests or beneficial ownership in various companies including the subject
company/companies mentioned in this report.

ICICI Securities may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report.

Neither the Research Analysts nor ICICI Securities have been engaged in market making activity for the companies mentioned in the report.
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